
COMMONWEALTH OF KENTUCKY 

BEPORE THE PUBLIC SERVICE COMMISSION 

In the Hatter of: 

NOTICE OF PENDLETON COUNTY WATER DISTRICT, ) 

TO IMPOSE A TEMPORARY GAS SURCHARGE TO PAY ) 8568  
ITS SUPPLIERS AND MOTION FOR INTERIM RATES ) 

GAS DIVISION, TO INCREASE BASIC GAS RATES, ) CASE NO. 

O R D E R  

On May 2 9 ,  1985 ,  t h e  Commission requested proposals €or a 

f i n a n c i a l / o p e r a t i o n s  audit of P e n d l e t o n  County  Water D i s t r i c t  

( ' Pend le ton  Coun ty" ) .  The firm of C o t t o n  and A l l e n ,  Certified 

Public Accoun tan t s ,  ( " C o t t o n  and Allen') was selected t o  perform 

the a u d i t  and a cont rac t  was f i n a l l y  approved  on J u l y  2 2 ,  1985.  

Since t h e  a u d i t ' s  i n i t i a t i o n ,  numerous d e l a y s  i n  o b t a i n i n g  

documents and information required to  c o n d u c t  the audit have b e e n  

encountered, as the September  308 1985, letter from C o t t o n  and 

A l l e n ,  a t t a c h e d  a s  Appendix A, documen t s .  Agreements  to f u r n i s h  

t h e  required informat ion by c e r t a i n  d e a d l i n e s  have n o t  been 

honored ,  j e o p a r d i z i n g  a t i m e l y  complet ion of t h e  a u d i t .  

I n  l i g h t  of t h e  above circumstances, t h e  C o m m i s s i o n  hereby 

ORDERS t h s t  z 

1. A hearing is scheduled at t h e  c?mmission's offices i n  

Frankfort, Kentucky, a t  9 a O O  a.m. ,  Eaetern D a y l i g h t  Time, on 

October 17, 1985. 

2. The f o l l o w i n g  p e r s o n n e l  of P e n d l e t o n  County s h a l l  

appear a t  t h e  h e a r i n g  : Harry Asher ,  Manager 8 Fern T h o r n s b e r r y  , 



O f f i c e  Manager8 Denver Hornbeek, Chairman: Louis McClanahan, 

T r e a s u r e r :  J. C. Crowley ,  H. T. Ammerman and P a u l  W r i g h t ,  

c o m m i s s i o n e r s :  and  Theodore  Hunroe ,  C. P. A. 

3. P e n d l e t o n  County s h a l l  p r o d u c e  at t h e  h e a r i n g  docu- 

m e n t s  and i n f o r m a t i o n  p r e v i o u s l y  r e q u e s t e d  for t h e  a u d i t ,  as 

i n d i c a t e d  by t h e  Sep tember  9 ,  1985, l e t te r  from C o t t o n  and A l l e n ,  

attached as Appendix 8 .  A l t h o u g h  not  necessary t o  p h y s i c a l l y  

p r o d u c e  a t  t h e  h e a r i n g ,  a list of c h e c k s  for which  back-up 

invoices are needed  h a s  p r e v i o u s l y  b e e n  s u p p l i e d  t o  F e n d l e t o n  

County and s h o u l d  be a v a i l a b l e  b y  t h e  h e a r i n g  t o  t u r n  o v e r  t o  

C o t t o n  and A l l e n .  

lkne a t  F r a n k f o r t ,  Kentucky,  this 11th day of October, 1985. 

PUBLIC SERVICE COMMISSION 

ATTEST : 

l52A%a. 7 L A  
Chairman 

V i c e  Chairman 

4%- 
CommCaeioner 

Secretary 
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APPENDIX A 

COTTON AND ALLEN 
certified Wic Acccwtants 
100 Eaa Llbecty Street. Suite 600 
LarlSVipe, KY 40202 502 f 589-6050 

September 30, 1985 

* .  
' -. . .  . 

. . Y i  Vr. Qry Poreman 
canmamsslth of umtucky 
mllc Service Commission 
730 Schenkel Irure 
e.0. mx 615 
Pmnkfort, Kentucky 40602 . .- > 
Oear Mr. Polpman: 

This letter will sene as an update on our errgegement with the Pblic 
Service &mission 
District (District). 

for the Pirrancial/t&eratfons audit of pendletm CaMty Water 

In response to a letter fnwn the p9c dated May 29, 1985, we mbmltteb a 
prqlosal dated June 10, 1985 for this engagement. 
our prqxxsl letter indicated that the engagement was to begin on July 1, 1985, and 
our omposal letter, subsequent to comersetions with personnel of the p9c, indicated 
that the fimel report was to be submitted to the Commission by September 1, 1985. 

be perfonned durirp: the months of July and August when we had staff available to 
devote to the errgagement. 

Both the letter from the PSC & 

We made our p ~ a l  on the basis of these dates since the engagement was to 

 he first &by Oame in the wmval of the eontmct by the C o m m ~ ~ l t h  of 
Kentucky. "he ccmtcact effective date was firrally entered as July 22, 1985. &use 
of this delay and the interim reassignment of personnel slated for this engagement, 
we then picked rg, the records of the District in the esC*s offices on August 6 ,  1985. 

We began our work immediately upon securing the records of the District. It 
soon became evident that we had insufficient documents end other data for the ample- 
tim of the e-ement as set forth in the P9C's request for proposal and in our pro- 
pose1 for the eqpgement. 

followed this \p on August 20, 1985 with a letter to Mr. Harry Asher, copied to you, 
setting forth 9 prellmimry list of additianel required data. 

We commmicated this situation to persome1 of the PSC by telephone and 



Mr. Gay FopemaUr 
cammomreslth of Kentucky 
september 30,  1985 
eege’RU0 

On A w s t  27, 1985, two of our staff people made B trip to Cynthhm, 
~entwky to attempt to secure what infoormation might be available on the premises of 
Accolmtinq Data Corporation which is the oIganization which does the reoordkeq?ing 
for the District. Very little data of value w8s available frwn this visit. 

We then compiled a mote complete list from that in our A w s t  20, 1985 corn- 
munication and in a letter of September 9, 1985 to Mr. Harry Asher, - to your- 
self, we stipulated 8 more complete l is t  oP data which would be required in order for 
us to pmceed with the engagement. 

On September 9, 1985, we met with the personnel of the P$C and of the 
District, and submitted the letter of September 9, 1985 mentioned above. 
meeting, i t  was assured that ewry effort wwld be made in o e r  Cor the additioml 
date to  be furnished to us by September 20, 1985. 

We &sequently hawe had various contacts by yourself and Angela SchwekkWt 
that the accumulation of the necemry data was not proceeding on schedule, afd as of 
this date, we have not yet received any of the additioftsl data. 

to October 31, 1985; our plloblem simply put is that the period in which we had anti- 
cimted performi- this engagement has now passed. 
imlved with t k  work done to date now have been rescheduled on other engagements 
and are unawllable to complete work now which we had anticipated to be acoompli4wd 
in the months of July a d  A~gust,  

Consequently, we find ourselues in a position that even if the doeumentation 
does become avaihble, it would be extremely difficult for us  at this t h e  to 
rearrange scheduliw in order to complete the engagement as originally anticipated. 

the additional data be extended to October 11, 1985. With difficulty, we m y  be able 
to alter our schedulirq in order to complete the ewement .  To Q so, however, we 
would need an extension of the contract to allow for final reporting I#) earlier t b n  
January 32, 2986. This would enable us to work on the engagement as time permits 
over t k  next several months. 
1985 for the full shnission of all the data requested fm the District not be met, 
we feel we haw no reCOurse other than to withdraw from the erqagement and submit a 
hillilg for the work performed to that point In time. 

At thet 

While the fine1 contract as approved extended the contract expiration date 

Personnel which Ira= been 

You b v e  now asked that the deedline for the wBmlaPlon by the District of 

However, should the latest deadline of October 11, 



Mr. Gay Fomnan 
m-th of Kentucky 

While we haw m r  experienced a situation where we have fornd oumhees 
unable to complete an eqpgement as contracted, we feel that the deviations from the 
origiml time table and the urnmilability of recolds are matters beyond our contml. 
Had the contract been approwed by July 1 as anticipated and had the recolds of the 
District been complete, there is no M t  that we would have been able to pedorm the 
eqagement as stioulated in our prcposal letter. 
occurred, had the September 20 deadline been met for the submission of the documen- 
tation and data requested, we f e l t  thet we sti l l  could be performed the e w g e m e n t  
in a setisfactory manner. I f  the October 5 ,  1985 deedline is met,  we feel we will be 
able to complete the errgagemerit, but with less efficiency, and only with an extensfon 
of the completion date to January 31, 1966. 

E m  with the delays that hawe 

W e  look forward to hearing from you as to the resolutim of this matter. 

Very truly yours, 

COTKlN AND ALLEN 
Certified mlic  Accountants 

David L. ChemmJc, CPA 



'. 

COTTON AND ALLEN 
certified PUMic Accountants 
100 East Libecty Street Suite 600 
LOukViL. KY 40202 502/ 589-6050 

September 9 ,  1985 

D e a r  Hr .  Allbar: 

In .dditiOa to our @w letter dated August 20, 1985, in ngad to our 
audit of the Pendttoa C a m t p  Water D k d c t ' s  Water and Gas Diaisioas 60r the year 
ended December  31, 1984 m d  bot ttrC h r  month8 d e d  April 30, 1985, we w i l l  need to 
obtain the fioll0Ving document6 and records. Those &em8 i n d k M  w i t h  6n Ute* 
(*) w e n  requested 00 the AugurR 20 letter. 

Below in the lbting of dl i t e m s  aeeded in order to complete the a& of 
bothdivisioas at December 31, 1984, und Apr i l  30, 1985: 

WATER DIVISION 

*1 

*2. 

3. 

*4 . 

5. 

*6. 

*7* 

*8 

*9. 

Btmk sbtement, account t0017723, Fltlper'i Benlr, Jknuary 
through Apri l ,  1985, G / L  #1310-12. 

Banlc statemeate for thc D e p r e c i a t i o n  fimd fibr D e c e m b e r ,  1984 
and April, 1985, tnd Irlaced bank rffatements, G h  #1310-15. 

Bmk n c m c i i i P t h ,  crtendoa account, D e c e m b e r  31,  1984 md 
A d ,  1985, G h  #1310-15. 

statement., Boad md hb?n?& (Ccotmt, A p r i l ,  1985 
.ad b.IJr R C o n c i l i n t t m c .  b r  December, 1984 md AprL1, 1985, 
G h  t1340. 

Fixed asset m d  d e p r e c i a t h  schedute, 1984 m d  1985. 

Supporting nchedulcr b r  uu~lordzed &bt dircocmt a d ,  
1984 and 1985, G h  #1810. 

Sc&edule of notes payable at December, 1984 and April, 1985, 

p h  of .dditiOae md delceioas during rhe yeam 
G h  #2310. 



c . 
)Ire Barry Aaber 
Sepbeaber 9, 1985 
p.se 'Aro 

*lo. Schedule of accountr payable at December 31, 1984 a i d  AprLt 
30,  1985, G h  #2320. 

Listing a€ cuutomet dcpadta beld at D e c e m b e r  31. 1984 end 11. 
A p r i l  30, 1985. C / L  #2350- 

12. of accrued taxee rt D e c e m b e r  31, 1984 and A m  30,  
1985, C/L #2360. 

*13. Sched&a/arpport fir contributioo in aid account8 - tape end 
gtareS - 1984 md 1985, G / r  # 'a  2710-100 a d  2710-200. 

*16. Support for j 0 u d  aatziea made during 1984 and 1985. all 
G h  accaunts. 

*17. 1985 mvoices md wcherr. 

*18. Telephcme bills €or 1984 and 1985. 

19. P w t  cb&g hiil balances' t ibt 1983, 1984. d April .  1985. 

GAS DIVTSXON 

*lo BE& &atemtntS  - Payroll Accaunt tQ002374-7 bor Juruarp 1. 1984 
and September 30, 1984. G f L  a / c  #1310-11. 

*2. Revenue  rad Bond Intarest F'und. A c c o l m t  t0009551-3, March 31, 
1985. G / L  a / c  #1348 and 1350. 

*5. 

*6. 

P h d  amet and &pl.eciatba schedules - 1984 and 1985. 

hck-up schedules bot uumordaed debt dirccwat earned rcaunt  - 1984 md 1985 - G h  a/c 11810. 

*7. A c c a m t s  payable riSt. - 1984 and 1985. C h  a / c  2320. 



24. schtdule of Other Deferred Ctedirr G h  #2530 at December 
3 1 ,  1984 and A p r i l  3 0 ,  1985. 

25. M y a b  of C / L  a/c 14150 - Bcome-RaterhXs, Jobbing, 
Contrscto fir the year 1984 md &nu (4) mootho ended 

26. Po& &&g erisl a c e  at December 31, 1983, December 

A@ 30, 1985. 

31, 19848 d Aprril 308 1985. 

Y G t t  prompt n p l y  v d  be appreciated. plum mend the rcquerEcd k a n a  u 
mal u paosiblc to: 



Ut. Arbtr  
September  9, 1985 
p.se - 

"8. 

*9 . 
*lo. 

*11. 

+12 . 
+13 

*14. 

*IS. 

*l6. 

17. 

18. 

19 

20 . 
21 . 
22 . 
23 

#ores payable mpport - 1984 m d  1985 - G h  a/c 2310. 

Scheduler upporting Mgtt papcats & S e d  account - 
1984 m d  1985. G/L a/c 2531. 

Jarraal enttp upport - 1984 md 1985. 

Tcltphoae bilb - 1984 md 1985. 

C q h s  of any ta8ets b e t w e e n  the Cas DiYisioa md mpplhs 
for ruch things u) rentll of apace asd equipment. 

Copies  of m y  amtract. between the Cas D i v X c m  axl vrrk>ur 

Coq., m d  my d e r  companiee who ptovide arvices m a 
regular bash. 

Accountalneeivable listing kr the Gas Di~hhm for the 

BanEr stateementr and reconciliaths 60r G / L  11310-12 C d  - 
Farmer Bu&r for 1983 and 1984, a d  January through Ap&, 

~ p p l k t . ,  hCludhg U W  Service, Inc . ACC-* 'Data 

A w ,  1984 thtougfi A*, 1985. 

1985 

Bank . t . t c m m  sad reconcilircimts for C h  # 1330 at 
D e c e m b e r  31, 1984 - Curtomar D c p o d t .  Suvhg8 er othat 
dotdl N . f t b b o  A b ,  at A p r U  30 ,  1985. 

D d  Listing of C f L  #1430 - O t h e r  A c c a m t s  Beccbabla 
a t  Deccrnbet 31, 1984 4 A p r i l  30, 1985. 

Wit of G/L #1650 Pnpaymenta  at D e c e m b e r  31, 1984 and 
A p ~ i l  30. 1985. 

Listing of dl cuetomcr & p o s h  tm hand at December 31. 1984 
and April 30, 1985 - recmcili.tirm for G h  #2340. 

Schedule of accnted taxer - December 31, 1984 and Apdl 30, 
1985. 

R a c o r r c i l i . t h  of C/L 42390 - ReWr Pay8bh to Curtomerr 
at D u o m b e t  31, 1984 md Aprfl 30, 1985. 


